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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
MASSACHUSETTS MEDICAL ASSISTANCE PROGRAM 

Methods Used to Determine Rates of Payment for Nursing Facilities 

I. GENERALDESCRlPTlON OF PAYMENTMETHODOLOGY 

A. Overview: Nursing facility payments for services rendered to publicly-assisted residents are 
governedbytheDivision of Health Care Finance and Policy (DHCFP) regulation, 114.2CMR 
6.00:Standard Payments to NursinG Facilities. Thefollowingsections in this attachment 
describethemethodsandstandardsused to establishpaymentratesfornursingfacilities 
effective January I ,  2000. 

B. Chief Components: The payment m e t h o d ,  described below, continues the shift away from 
historicalfacilityspecificcost-basedreimbursement to standardpayments for nursingfacility 
services. The payment method contains a blend of facility-specific costs and standard payment 
rates for Nursing and Other Operating Costs, as well as payment rates for Capital. Nursing and 
Other Operating rates were calculated using FY 1998 updated by a CAF of The allowable 
basis for capital was updated using FY 1998 data. For Rate Year 2000, there continue to be 
several transition adjustments to ease the transition to standard payments. 

II.  COST REPORTING REQUIREMENTS AND COST FINDING 

A. Rewired Reports: Eachprovideroflong-term care facilityservicesunder the StatePlan 
must complete an annual report (the "Annual Report") containing cost jnforMation for the cost 
reporting year on the basis of generally accepted accounting principles and theaccrual method of 
accounting.Therearethree (3) reportsrequired: a) NursingFacilityCostReport; b)Realty 
CompanyCostReport; andManagementCompanyCostReport. All cost reporting must meet 
the requirements set forth in Appendix A (114.2 CMR 6.07 (2)pg. 16). There are special cost 
reportingrequirementsforHospitalBasedNursingFacilitiesandfacilitieswhichoperateother 
programs such as Adult Day Health, Assisted Living or Outpatient Services. These requirements 
are outlinedin Appendix A(114.2 CMR 6.07 (2)(f) p. 17- 18). 

B. Filing Dates: Reports: Except as providedbelow,ProvidersmustfiletherequiredCost 
Reports for the calendar year by 5:OO PM of April first of the following calendar year. If April 1 
falls on a weekendor holiday, the Reports are dueby 500PM of the following businessday. 

1. CHANGEof Ownership. Where there has been a change of ownership, .the transferor 
shall file the Report@) within sixty (60) days after the transfer of ownership. Where the 
transferor fails to submit the Report(@, the Division of Health Care Finance and Policy 
may request the Divisionof Medial Assistanceto withhold payment to the transferee until 
such reports are appropriately filed. 

2. New Facilities and Facilities withMAJORAdditions. For the first two calendar years of 
operation, New FacilitiesandFacilitieswith Major Additionsshall file year-endCost 
Reports withinsixty (60) days after the closeof the calendar year. 

3. Hospital-Based NursinGFacilities.AHospital-BasedNursingFacility is aseparately 
licensed unit housed on the premises of a facility that is licensed for both hospital and 
long-term-term care services, where the long-term-term care beds were converted from 
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licensed hospital beds or otherwise acquired. Hospital-Based Nursing Facilities must file 
theReport(s) on a fiscalyear basisthat is consistentwiththefilingofsuchfacilities' 
hospital costreports. The Report(s) is due no later than ninety(90) days after the closeof 
the facility's fiscal year. 

4. 	 TerminationofProviderContract.Wheneveraprovidercontractbetweenthe 
providerandtheDivisionofMedicalAssistanceisterminated,theprovidershallfile 
Reports covering the current reporting period or portion thereof covered by the contract 
and any other Reports required by the Division of Health Care Financeand Policy, within 
sixty (60) days of such termination. When the providerfails to file the required Reportsin 
a timely fashion, the Division of Health Care Finance and Policy shall notify the provider 
of this failure bywritten notice sent registeredmail, return receipt requested 

5. Appointment of PatientProtectorReceiver. If areceiver is appointedpursuantto 
court order under M.G.L. c. 111, s. 72N, the provider must file Reports for the current 
reporting period or portion thereof within (60) days of the receiver's appointment. 

C. 	 FILINGExtensions: The Division of Health Care Finance and Policy may grant an extension, 
up to forty-five (45) calendar days, for submission of the Report@). A request for an extension 
must: (a)be submitted in writingto the Division of Health Care Finance and Policy by the provider 
and notby anagentor other' representative;(b)showthatexceptionalcircumstancesexist 
precluding the provider from submitting the Report(s)in timely fashion; and (c) be submitted no 
later than30 calendar days before the filing due date. 

D. Incomplete Submission: TheDivisionofHealthCareFinanceandPolicyshallnotifythe 
providerwithinonehundredtwenty(120)daysofreceipt of theReports if it findsthat the 
submission is incomplete and shall specify what additional information is requiredto complete the 
submission.The providershallfilethenecessaryinformation with the Division of Health Care 
Finance and Policy within twenty-five (25) days 1 of the yearof the date of notification or by April 
the Report is filed, whicheveris later. The Reports andall accompanying schedulesis deemed to 
be filedwith the Division of Health Care Financeand Policy as of the date the Division of Health 
Care Financeand Policy receives complete submission. 

If the Division of Health Care Finance and Policy fails to notify the provider within the 120-day 

period,thesubmission is consideredcompleteandtheReport(s) and all accompanying 

schedules is deemed to be filed with the Division of Health Care Finance and Policy as of the 

date of receipt. 


E. Audits: TheDivisionsofHealthCareFinance and PolicyandMedicalAssistancemay 

conductdeskorfieldauditstoensureaccuracyandconsistency in reporting.Providersmust 

submitadditional data anddocumentationrelatingtothecostreport,theoperationsofthe 

Provider and any related party as requested, even if the Division of Health Care Finance and 

Policy has accepted such Provider Cost Reports. 


F. Penalties for Failure to File TimelY: A provider's rate for current serviceswill be reduced in 

accordance with the formula contained in 114.2 CMR 6.07(8) (Appendix A, p. 20) if the required 

Cost Reports are not filedin a timely manner. On receipt of such cost reports, the Provider's rate 

will be restored effectiveon the date of report filing. 


G. General Cost PrinciPles:In order to report a costas related to Medicaid patient care, a cost 

must satisfythe following criteria: 


1. Thecostisordinary,necessaryanddirectly related to the care ofpubliclyaided 
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patients; 
2. The cost is for goods or services actually providedin the nursing facility 
3.The cost must be reasonable; and, 
4. The provider must actually pay the cost. Costs which are not considered related to 
the care of Medicaid patients include, but are not limited to: costs which are dischargedin 
bankruptcy; costs which are forgiven; costs which are converted to a promissory note; 
and accrualsof self-insured costs which are based on actuarial estimates. 

A provider may not report any of the costs that are listedin 114.2 CMR 6.07 (2) (e) (AppendixA, 
'p. 19) as related to Medicaid patient care. 

111. METHODSAND STANDARDS USED TO DETERMINE PAYMENT RATES 

A. Prospective Per Diem Rates: The prospective per diem payment rates for nursing facilities 
are derivedfromseveral components:Nursing, OtherOperating,Capital, RY 2000Transition 
Payments, and a Total Payment Adjustment. Each of these components is described in detail in 
the following sections. 

B. Nursing Cost. The Nursing cost component consists of a blend of facility-specific costs and 
standard payments, as follows: 

1. AllowableNursinGCosts:Facility-specificallowablenursingperdiemcostsare 
computed in accordancewith114.2CMR 6.03(2) (a) (1) (Appendix A, pp. 5- 6), using 
reported1998nursingcostsand1998managementminutesandsubject to acost 
adjustmentfactorof4.78%(1998-2000).Thecostadjustmentfactor is based on 
Massachusetts-specific CPI forecastsas well as national and regional indices suppliedby 
DRI. 

2. 	 Standard Payments for NursinG: The base year usedto develop the Nursing Standard 
Payments is 1998.Nursingcostsreported in 1998 in thefollowingcategoriesare 
included in thecalculation:Director of Nurses,RegisteredNurses,LicensedPractical 
Nurses,NursingAides,NursingAssistants,Orderlies,NursingPurchasedServices, 
DirectorofNursesandNursingWorkers'Compensation,PayrollTax,andFringe 
Benefits, including Pension Expense. The Nursing Standard Payments are derived from 
the product of the industry 1998 median nursing costs times the 1998 industry median 
management minutes for each of six (6) payment groups listed in 114.2 CMR 6.03(1) 
(Appendix A, p. 5). The base year amounts for each group are updatedto rate year 2000 
byacostadjustmentfactor of 4.78% This cost adjustmentfactor is basedon 
Massachusetts-specific CPI forecasts as bywell as national and regional indices supplied 
DRI. 

Payment Management Range StandardGroup Minute Nursing Payment 
H 0 - 30 $ 9.81 
JK 30.1 - 110 $21.96 
LM 110.1 - 170 $46.43 
NP 170.1 -225 $64.74 
RS 225.1 - 270 $81.28 
T 270.1 & above $98.66 

3. 	 Calculation of NursinGRate COMPONENT For five of the Payment GroupsJK to T, the 
Nursing rate component is the higher of: (a) the sum of 33.3% of the Allowable Nursing 
Per Diem Costs and66.7% of the Nursing Standard Payments; or, (b)the sum of 50% of 
the Allowable Nursing Per Diem Costs and50% of the Nursing Standard Payments. For 
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Payment Group H, the Nursing Standard Paymentis used. 

C. Other Operating Cost. The Other Operating Cost component consists of a blend of facility
specific costs and standardpayments as follows: 

1. Allowable Other OperatinG Costs: Allowable other operating per diem costs for each 

nursing facility are computedin accordance with 114.2 CMR 6.04(2) (a) (Appendix A, pp. 

6-7),usingreported1998operatingcosts,subjecttoaceilingonadministrativeand 

general costs of $1 1.48 per diem and an overall ceiling of $54.14 (industry median plus 

6%), andincreasedbythecostadjustmentfactorof4.78%(1998-2000).Thecost 

adjustment factoris based on Massachusetts-specific CPI forecasts
as well as nation and 
regional indices suppliedby DRI. 

2. 	 Standard PAYMENT forOtherOperating:ThebaseyearusedtodeveloptheOther 
Operating Standard Payment of $53.52 is 1998. Other operating costs reported in 1998 
in thefollowingcategoriesareincluded in thecalculation:variable,administrative 8, 
general, and motor vehicle costs. The Other Operating Standard Paymentis set equalto 
the 1998 industry median of these cost amounts, except for Administrative 8 General 
costswhicharesubjecttoaceilingof $11.48 beforecombining with othercost 
components. The 1998 amount is updated to rate year 2000by a cost adjustment factor 
of 4.78%. This cost adjustment factor is based on Massachusetts-specific CPI forecasts 
as well as nation and regional indices suppliedby DRI. 

3. Calculation of Other OperatinG Rate JK toCOMPONENT For five of the Payment Groups 
T, theotheroperatingratecomponent is thehigher of: (a)thesum of 33.3% ofthe 
Allowable Other Operating Per Diem Costs and 66.7% of the Other Operating Standard 
Payment; or, (b) the sum of 50% of the Allowable Other Operating Per Diem Costs and 
50% of theOtherOperatingStandardPayment. For PaymentGroup H, theOther 
Operating Standard Payment is used. 

D. Capital: The Capitalcomponent is computed in accordancewith114.2 CMR6.05 (2) 
(Appendix A, pp. 8-11), using the allowable depreciation, financing contribution and other fixed 
costs based on the allowable basis offixed assets asof December 31, 1998. 

1.Determination of RY 200 CAPITALPAYMENTS 
a) If the Provider's 1999 Capital Payment is lower than $17.29, its Capital Cost 
per diemis greater than $17.29,its 2000 Capital Payment will be $17.29. 
b) If the Provider's 1999 Capital Paymentis lower than $17.29, andits Capital Cost 
per diemis lower than $17.29,its 2000 Capital Payment will be its Capital Costper 
-diem. 
c) If the Provider's 1999 Capital Paymentis greater than or equalto $17.29, andits 
Capital Cost per diem is greater than $17.29, its2000Capital Payment willbe the 
greater of $17.29 or90%of its Capital Costper diem. 
d) If the Provider's 1999 Capital Payment to $1 7.29, and itsis greater than or equal 
Capital Cost per diemis lower than $17.29,its 2000 Capital Payment will be its 
Capital Cost per diem. 
e) If a Provider re-licenses beds its 2000 Capitalin 2000 which were out of service, 
Payment will be the lower of $17.29 or the facility's most recent billing rates for 
Fixed Costs and Equity or Use and Occupancy. 

2. Capital PAYMENTExceptions: For the following facilities that meet the criteria in 114.2 
CMR 6.05 (1) (AppendixA, pp. 7-8) ,the Capital component forrate year 2000is $17.29: 
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a)New Facilitiesconstructedpursuantto a Determination of Needapproved 
after March7, 1996; 
b) ReplacementfacilitiesthatopenpursuanttoaDeterminationofNeed 
approved after March7, 1996; 
c) 	 New Facilities in UrbanUnderbeddedareasthatareexemptfromthe 
Determination of Need process; 
d)New beds that are licensed pursuant to a Determination of Need approved 
after March7, 1996; 
e) 	 New beds in twelve-bed expansion projects not associated with an approved 
Determination of Need project; 
f) Hospital-BasedNursingFacilities;and 
g) Private Nursing Facilities that sign their first Provider Agreementin 2000. 

3.NotificationofSubstantialCapitalExpenditures. Any nursing facility which opens in 
2000oraddsnewbedsoraddssubstantialrenovations in 2000 or re-opensbeds is 
required to notify the DivisionofHealthCareFinance and Policy in accordancewith 
114.2 CMR 6.05(3) (a) (Appendix A, p.11). At that time, the Capital component may be 
recomputedin accordance with 114.2CMR 6.05(3) (b) (Appendix A, p.11- 12). 

E. 2000 Transition PAYMENTS 

1. 	 Add-on for Certified NursinGAssistants: An add-on is computed in accordance with 
114.2 CMR 6.06 (1) (c) ( I )  (Appendix A, pp. 13) for the purpose of funding increases in 
the staffing, salaries and benefits of Certified Nursing Assistants. The Division of Health 
CareFinanceandPolicytoverifywhethertheadd-on is expended as intendedwill 
conduct a retrospective review of the add-on. If a nursing facility does not expend the 
add-on for CertifiedNursingAssistantsasintended,anoverpaymentamount will be 
determined in accordance with 114.2 CMR 6.06(1) (c) (2) (Appendix A, pp. 13-14). 

3. SupplementalAdd-onfor SurveY Performance:Anadd-onof $0.25 perdiem is 
computed in accordance with 114.2 CMR 6.06(l)(d) (Appendix A, p. 14) where a nursing 
facility received a perfect score of 132 fromthe Department of Public Health on the most 
recent Survey Performance Tool for Nursing Facilities. 

F. Total Payment ADJUSTMENT A totalpaymentadjustment is applied to the payment rates. 
The total payment adjustment is computed in accordance with 114,2 CMR 6.06(1)(b) (Appendix 
A, pp. 12-13) to buffer the impact of changesin rate methodology from prior years. According to 
the formula, all rate changes from the prior year are moderatedwithin the rangeof 0- 6%. 

G. Rate Year Adjustments:Adjustments to rates will occurin the following circumstances: 

1. Retroactive ADJUSTMENT TheDivisionofHealthCareFinance and Policywill 
retroactively adjust rates according to 114.2 CMR 6.06(2) (Appendix A, p. 14-15) in the 
following situations: Facilities which did not file a 1998 Cost Report, Amended Rates for 
Prior Years, MechanicalERRORS and Errors in the Cost Reports. 

2. 	 Medicare UPPER Limit of Payment: No weightedaverageprospectiverate of 
paymentestablishedunder114.2 CMR 600etseq. (AppendixA) shall exceedthe 
amount that can be reasonably estimated to be paid for these services under Medicare 
principles of reimbursement. An adjustmentwill be made only tothe extent the costsare 
reasonable and attributableto the circumstances specified under the Medicare principles 
and separately identified and verifiedby the provider. 
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IV. Special Conditions 

A. Rate for Innovative and Special PROGRAMS The Divisionof Medical Assistance may 

contract for special and/or innovative programs to meet special needs of certain patients which 

are not ordinarily met by existing services in nursing facilities. Currently, these programs include 

programsforpatientswithtraumaticbraininjury,mentalillnessandmedical illness (MIMl's), 

technologicdependency,aswellasaprogramfornursingfacilitiesthathaveasubstantial 

concentration of patients ofthe highest acuity level (i.e. Management Minute Category T). 


B. A provider who seeks to participate in an innovative and special program must contract with 

the Division of Medical Assistance to provide special care and services to distinct categories of 

patientsdesignated bythe DivisionofMedicalAssistance.This is usuallydonethrough a 

Request for Proposals bythe Division of Medical Assistance for special
or innovative programsto 
addressspecialneedsofcertainpatientsthatarenotordinarilymetbyexistingservices in 
nursing facilities. Reimbursement under the innovative and special programs may be calculated 
based on the added allowable actual costs and expenses that must be incurred (as determined 
by the Division of Medical Assistance)by a provider in connection with thatprogram. However, it 
still must be. consistent with the payment methodology established for long-term care facilities. 
The provider must verify that such items or services are furnished because of the special needs 
of the patients treatedas contemplated in the contract with the Medical Assistance Program, and 
thatsuchitemsorservicesarenecessary in theefficientdelivery of necessaryhealthcare. 
These costswillbe addedasanincrement to thefacility'srate in establishingarate foran 
innovative and special program. In the event that the special program is located within a special 
unit, the remainingcosts of the unit areto be integrated into the cost report for the entire facility. 

C. A facility that has recently converted from a facility providing non-acute hospital services to a 
facility providing nursing facility services may be reimbursedas a special program. In order to be 
considered as a special program, such a facility must agreeto provide, or-arrange andpay for, all 
Medicaid covered services, except hospital services, to all Medicaid recipients that are residents 
of the facility. The reimbursement tosuch facilities is a per diemrate which is the facility's regular 
case mix rates with an add-on whichis based on the reasonable costs of providing the goods and 
services beyond those requiredto be providedby nursing facilities. 

D. A provider whose resident population primarily and consistently consists of high-acuity high
nursing need residents such that the aggregate need of the entire population requires a staffing 
level significantly greater than a typical nursing facility may be reimbursedas a special program, 
in which case the increment added to the facility's rate may apply to all residents of the facility 
and will be calculated based on allowable costs associated with the higher care needs of the 
patients. In order to be eligible for reimbursement under this paragraph, a nursing facility must 
meet eachof the following criteria: 

1. at least ninety percent (90%) of its residents must have Management Minute ("MM") 
scores that fall in either MM category 9 or 10 and at least seventy-five percent (75%) of 
its residents must haveMM scores that fallin MM category 10; or (ii) the facility mustbe 
a formeracute hospital that has undergone conversion to a nursing facility under the 
auspices of the Massachusetts Acute Hospital Conversion Board; and, 

2. 	 the mean MM score for all residents of the facilityin MM category 10 must be at least 
fifteen percent (15%) higher than the minimum score neededto quality for MM category 
I O ;  and, 

3. the facility must be a geriatric nursing facility. 
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E. Pediatric NursinG Facilities: Paymentswillbedeterminedusing1998reportedcostsfor 

Nursing and Other Operating Costs, excluding Administration and General Costs. Administration 

and General Costs will be subject atocap of $ I I .48. 


F. PilotProsramfor ANCILLARY Costs:Nursingfacilitiesthatapplied to theDivision of Medical 

Assistancetoparticipate in analternativeAncillaryPilotProgram'forpaymentofAncillary 

services may receive incentivepayments.Participation is voluntary, subject to approval bythe 

DivisionofMedicalAssistance. Appendix E. containsthepaymentmethodologyforincentive 

paymentsthatmaybemadetotheproviderswho participated in thevoluntaryAncillaryPilot 

Project commencing in December 1, 1998. 


G. Beds Out of Service: Facilities with licensed beds that were out of service prior to 1998 

which re-open in 2000 will receive the lower of the Standard Payment rates or the most recent 

prior billing rates inflated to for Nursing and Other Operating Costs. 


H. LEGISLATIVE Mandate for Rate Relief A nursinghome (i) withrateofpublicutilization, 

consistingofMedicare,MedicaidandCommissionfortheBlindpatients,ofninetypercentor 

more, (ii) located in the service area of a federally designated sole community hospital, and (iii) 

with more than 10% of its variable costs and nursing costs disallowedby the Division of Health 

Care Finance and Policy pursuant to 114.2 CMR5.00or any successor regulation, shall have all 

of its variable costs and nursing.costs recognized by the Division of Health Care Finance and 

Policy anditsMedicaid rate adjustedaccordingly.TheDivisionofHealthCareFinanceand 

Policy shall adjust the prospective rates
for any such nursing home that meet the aforementioned 
criteria for the rates that were effective January 1, 1994 and for each succeeding rate year that 
suchnursinghomescomplywithaforementionedcriteria.Theamountofvariablecostsand 
nursing costs recognizedas allowable by the Division of Health Care Finance and Policy forany 
rateforanursinghome is limitedtoanamountthat will notincreasecosts to theMedical 
Assistance program in an amount greater that three hundred thousand dollars. Not withstanding 
anything to thecontrarycontained in thisparagraph, in nocaseshall the provisions ofthis 
paragraph apply to any services rendered prior to February1. 1998. 

Any nursing facility that meets either the standards set forthin (a) or (b) below shall haveits total 
acquisition costs allowedas the allowable basis of fixed assets, notwithstandingany limits on the 
same thatappearelsewhere in thisStatePlan,whentheDivision of MedicalAssistance 
calculates the facility's payment rates. This provision shall only apply to services rendered on or 
after February 1, 1998. 

(a) 
the owner purchased the nursing home on or after January 1, 1987; 

the owner has received a determination letter from the Internal Revenue Servicethat it is 
an organization described in section 501(c)(3) of the Internal Revenue Codeof 1986; 

the owner (i) owns a nonprofit hospital (the "Hospital") located within the Commonwealth 
ofMassachusettswhich is licensed by theDepartmentofPublicHealthor(ii) is a 
nonprofit organization affiliated with a nonprofit hospital whichis organized and operated 
for the benefit of, to perform one or more functions of,or to carry out one or more of the 
purposes of the nonprofit hospital it is affiliated with, including operation of freestanding 
nursing homes licensed by the Department of Public Health; 

9 	 the owner'spatientpopulationis,onaverage,notlessthaneighty-fivepercent (85%) 
Medicaid recipients; 
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theHospitalhas,onaverage,not less thaneightypercent (80%) occupancy of medical 
or surgical beds; 

0 	 when the owner purchased the nursing facility (i) the change of ownership did not occur 
between a person or organization which is associated or affiliated with or has control of 
or is controlled by the owner or is related to the owner or any director, trustee, partner, 
shareholder or administrator oftheownerbycommonownership or control or in a 
manner specified in section 267(b) and (c)of the Internal Revenue Code of 1986; (ii)the 
changeofownershipwasmadeforreasonableconsideration; (iii) thechangein 
ownership was a bona fide transfer of all powers and indicia of ownership and (iv) the 
change of ownership manifested an intent to sell the assets of the facility rather than 
implement a method of financing, or refinancing: or 

(b) 


0 	 theowneracquiredthenursingfacilityfrom an acutecarehospitaltooperatethe 
facility pursuant to relief granted to the acute care hospitalby the acute care hospital 
conversion board pursuant to M.G.L. c.6A,s.101; 

theacutecarehospitalconversionboardapprovedtheowner'sacquisitioncostsof 
the and, 'facility; 

onaverage,nolessthaneight-fivepercent (85%) of thenursingfacility'spatient 
population are Medicaid recipients. 

1. Notwithstanding anything to the contrary contained in this State Plan,anynursinghome that 
is owned by the Martha's Vineyard Hospital Foundation during the time thatsaid Foundation also 
administers a federally designated sole community provider hospital shatl have allowed all of its 
extra variable and fixed costs that reasonably result from such nursing home being located in a 
geographically isolated area. 

J. Receivership Under M.G.L. c.111 s.72N et seq. (see APPENDIXC); The prospective ratesof a 
nursing facility in receivership may be increasedby an appropriate perdiem amount to reflect the 
reasonable costs associated with the court-approved closure of the facility. 

K. Review and Approval of Rates and RateMETHODOLOGYBYThe Divisionof Medical Assistance: 

Pursuant to M.G.L. c 118E,s. 13 (see Appendix D) theDivision of Medical Assistance shall review 

and approve or disapprove, any change in rates or in rate methodology proposed by the Division 

ofHealthCareFinanceandPolicy.TheDivision of Medical Assistanceshallreviewsuch 

proposed rate changes for consistency with state policy and federal requirements, and with the 

available funding authorized in the final budget for each fiscal year prior to certification of such 

rates by the Division of Health Care Finance and Policy; provided that, the Division of Medical 

Assistance shall not disapprove a rate increase solely based on the availability of funding if the 

FederalHealthCareFinanceAdministrationprovideswrittendocumentationthatfederal 

reimbursementwouldbedeniedasaresultofsaiddisapprovalandsaiddocumentation is 

submittedtotheMassachusettsHouseandSenateCommitteesonWaysandMeans.The 

Division of Medical Assistance shall, wheneverit disapproves arate increase, submit the reasons 

fordisapproval to theDivision ofHealthCareFinance and Policytogetherwithsuch 

recommendations for changes. Such disapproval and recommendations for changes, if any, is 

submittedtotheDivision of HealthCareFinanceandPolicyaftertheDivisionofMedical 

Assistance is notified that the Division of Health Care Finance and Policy intends to propose a 
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rate increase for any class of provider under Title XIX but in no event later than the date of the 

publichearingheld by the Division ofHealthCareFinanceandPolicyregardingsuchrate 

change; provided that no rates shall take effect without the approval of the Division of Medical 

Assistance.TheDivisionofHealthCareFinanceandPolicyand the Division of Medical 

Assistance shall provide documentation on the reasons for increases in any class of approved 

ratesthatexceedthemedicalcomponentoftheconsumer price index to the Massachusetts 

House and Senate Committees on Ways and Means. 


L. TheDivisionofHealthCareFinanceand Policy shallsupplytheDivisionofMedical 
Assistance information necessarycarrythe reviewwith all statistical to outDivision's 
responsibilitiesunderthisSection.Notwithstanding the foregoing,saidDivisionofMedical 
Assistanceshallnotreview,approve,ordisapproveanysuch rate setpursuant to Chapter 
twenty-three of the Massachusetts Acts of Nineteen Hundred and eighty-eight. 

M. If projected payments from rates necessary to conformto applicable requirementsof title XIX 

areestimated bythe Division of MedicalAssistance to exceedtheamountoffunding 

appropriatedforsuchpurpose in thebudgetforsuchfiscalyear,theDivisionofMedical 

Assistance and the Divisionof Health Care Financeand Policy shall jointly prepare and submit
to 
the Governor a proposal for the minimum amount of supplemental funding necessary to satisfy 
the requirements of the State Plan developed by the Division of Medical Assistance under Title 
XIX of the Federal Social SecurityAct. 

N.APPEALS A Provider may file an appeal at the Division of Administrative Law Appeals of any 
rate established pursuant to114.2 CMR 6.00 within 30 calendar days after the Divisionof Health 
CareFinanceand Policy filestheratewiththeStateSecretary.TheDivisionofHealth Care 
Finance and Policy may amend a rate or request additional information fromthe Provider even if 
the Provider has filed a pending appeal. 
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Commonwealth of Massachusetts 
Executive Officeof Health and Human Services 
Division ofMedical Assistance 
600 Washugton Street 
Boston, MA 02111 

MassHealth 

Nursing FacilityBulletin 115 

August 1998 


TO: NursingFacilitiesParticipatinginMassHealth 

FROM: Bruce M. Bullen, Commissioner 

RE: VoluntaryAncillaryPilotProject 

Introduction 	 The Division is conducting avoluntary pilot project. The project will study 
the inclusion of ancillary goods and services in nursing-facility per diem 
rates. The purpose of this bulletin is to describe how the voluntary 
ancillary pilot will be conducted. 

Informational Sessions 	 The Division of Medical Assistance, in collaboration with the Division of 
Health Care Finance and Policy and the Massachusetts Extended Care 
Federation (MECF), will be holding three statewide informational 
meetings. Please contactMECF at (617) 558-0202 to register forone 
of the following sessions and for directions. 

Tuesday, August 25, 1998 
1O:OO a.m. to 12:OO p.m. 

Wednesday, August26, 1998 
1O:OO a.m. to 12:OO p.m. 

Thursday, August 27, 1998 
1O:OO a.m. to 12:OO p.m. 

WILLOWSat Westborough, 

1 Lyman St. 

Westborough, MA 


Mass. ExtendedCare Federation 

2310 Washington St. 

Newton Lower falls, MA 


Elihu white Nursing andRehab. Ctr. 

95 Commercia/St. 

Braintree, MA. 


Objectives The main objectivesof the voluntary pilot project areto: 
1. collect information to enhance the Division's understandingof 

how best to include ancillary goods and services into fully 
bundled nursing facility rates; and 

2. assess what accommodations may be needed to ensure access 
to adequate and appropriate service levels for MassHealth 
members. 
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Overview The ancillary pilot projectwill: 
1. 

2. 

3. 

4. 

5. 


6. 
7. 

determine for each participating facility a per diem Medicaid 
ancillary cost per day based on state fiscalyear (SFY) 1996 
ancillary claims payments, inflated for the pilot period duringSFY 
1999. Throughout the remainder of this bulletin this amount will 
be referred to as the facility specific rate(FSR); 

utilize a statewide standard payment per day for ancillary goods 

and services. The statewide standard paymentper day (SSPD) 

equals $5.85; 

pay a participating facility based on a riskheturn model 

(Riskheturn sharing between the facility and the Division be in 

the form of a retrospective settlement considering the prospective 

ancillary allowance andthe actual amount expendedby the 

Division in payments to ancillary vendors.); 

exclude from retrospective settlement calculation any patient with 

ancillary spending per patientday in excess of 500% of the 

statewide-average ancillary-per-diem payment for the period
of 
the pilotproject; 
reconcile each facility'sfinal payments at the endof the pilot 
project; 
allow ancillary vendorsto continue to bill the Division directly;and 
make available for each participatingFACILITYmonthly updateson 
ancillary spending. 

Payment A facility chosen to participatein the pilot project will be assignedto one 
of two payment groups depending on theirFSR. ( Please refer to 
Attachment A to determine the payment model for your facility) The 
groups are as follows: 

1. Group I,Standard Payment Model: A facility will be assigned to 
this group if theirFSR falls between the statewide standard of 
$5.85 and $7.02 (120% of$5.85), 

2. 	Group II, Outlier Payment Model: A facility will be assigned to this 
group if their FSR falls either between $1.17(20% of $5.85) and 
$5.85 or between $7.02 (120% of$5.85) and $1 1.70 (200%of $ 
5.85).Facilities with spending levels less than$1.17 or greater 
than $11.70 are excluded from participation in the pilot project. 

Billing 	 For administrative simplicity, vendors of ancillary goods and services will 
continue to submit claims to the Division directly, and the Division will 
continue to process these claims for payment. 


